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Recent charges that the Argentine branch of the huge US- based firm International Business
Machines (IBM) paid millions of dollars in bribes to the Argentine Central Bank has prompted an
international investigation. But, while the scandal itself has drawn domestic and foreign attention,
a byproduct of the affair may prove even more controversial a Feb. 5 announcement by President
Carlos Saul Menem that the US Federal Bureau of Investigation (FBI) will be allowed to open
an office in Buenos Aires. The impending presence of the FBI in Argentina has prompted strong
criticism from opposition political sectors. IBM-Argentina is accused of bribing officials of the Banco
de la Nacion Argentina (BNA) in 1994 to receive a lucrative US$250-million contract to computerize
the bank's 525 branch offices.
The scandal surfaced last July when federal magistrate Adolfo Bagnasco began investigating the
BNA contract. The investigation is now being conducted simultaneously by US and Argentine
authorities. Argentine officials have asked to interview IBM executives in New York, and recently a
US delegation that includes FBI agents, members of the US Securities and Exchange Commission
(SEC), and personnel from the US Justice Department visited Argentina to question witnesses there.
One purpose of their investigation is to determine whether IBM violated a US law that prohibits
US companies from paying bribes in foreign countries. The charges allege that IBM subcontracted
with the Argentine firm Capacitacion y Computacion Rural (CCR) for US$37 million to set up an
alternative computer system.
However, the system was never set up, and much of the money has not been accounted for,
but between US$8 million and US$9 million has apparently ended up in a Swiss bank account.
Supposedly, all or part of the US$37 million was really a kickback from IBM for being given the
contract. In addition, a report by the Universidad de Buenos Aires indicated that the work covered
by the IBM contract should not have cost more than US$130 million.
The results of the study, which was ordered by judge Bagnasco and which has been entered into
the case file as evidence, were disputed by IBM. To date, the former head of the BNA and other
senior bank officials, as well as several executives of IBM-Argentina, have been fired. IBM says its
own probe showed that the payments of US$37 million which Bagnasco called "a lot of money for
just 20 days' work" were "inconsistent with company policy," but it maintains that the company did
not violate any law. "We have conducted, and are conducting, an internal investigation," said Fred
McNeese, director of international public relations for IBM.
"What we have found is that business processes were not followed and that poor business judgment
was used. We have found no evidence of illegal activity on the part of IBM." Meanwhile, IBMArgentina issued a statement that "no IBM executive outside Argentina" had knowledge of or
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participated in awarding the subcontract to CCR. Analysts surmise that the statement was an
attempt to distance the home office from the investigation. In New York, McNeese also said IBM
headquarters was not informed of the specifics of the subcontract. "It is our position that no one
within the Latin American headquarters in the US, nor the corporate [IBM headquarters], was
aware of the details of the contract, specifically that money was going to this subcontractor," he
said. Bagnasco, who at first said he had insufficient evidence to prosecute, reversed that position in
mid-January. "I can tell you the case merits follow-up," Bagnasco said. "We wouldn't push the case
forward if we thought it didn't merit it."
At the same time, the US Justice Department has asked to question a high official of the Menem
administration, as well as eleven other people. The list includes Alberto Kohan, Menem's chief of
staff; former governors of the state of Mendoza Jose Octavio Bordon and Rodolfo Gabrielli; and
the former head of IBM-Argentina, Wilmar Gueicamburu. It is not clear in what capacity Kohan
is being questioned, but it may relate to his former deputy, Juan Carlos Cattaneo, who is also
heavily involved with the CCR. Bordon and Gabrielli are being questioned about other possible
IBM irregularities in Mendoza province. Argentine officials say that the request for testimony from
Bordon and Gabrielli indicates that the US inquiry is expanding beyond the BNA case. Bagnasco
said he has informed the US delegation that other Argentine magistrates are looking into contracts
between IBM and the provinces of Mendoza, Santa Fe, and Buenos Aires. Meanwhile, on Feb. 12,
another case involving IBM came to light, this time involving the town of Avellaneda in the province
of Buenos Aires.
The latest incident occurred in 1994 when the Peronist mayor of Avellaneda, Baldomero Alvarez
de Olivera, awarded IBM a contract for US$1,760,740. The losing bidder was Unisys Sudamericana.
However, Unisys supposedly underbid IBM, prompting Criminal Court judge Hugo Van Schilt to
investigate whether any irregularities occurred in awarding the contract. "At this time, an audit
is being done, which may determine whether a bribe was paid or whether any improper action
was carried out by the town government," said the judge. In addition, the opposition Union Civica
Radical (UCR) has demanded that the head of the national tax office (Direccion General Impositiva,
DGI), Hugo Gaggero, resign. Gaggero demoted Angel Giannattasio, the person who first blew the
whistle on the CCR operation for tax evasion, unleashing the subsequent investigations and charges.
The IBM scandal has provided the FBI an opportunity to request setting up an office in Argentina.
Menem announced an agreement with the FBI after meeting with director Louis Freeh in Davos,
Switzerland, where he was attending the World Economic Forum. Freeh argued for the office on
the grounds that corruption and drug trafficking often involve US citizens or companies and the
FBI office will enable the two countries to cooperate more fully. The FBI operates in twenty-three
foreign countries. Menem's acceptance of the FBI's proposal and his willingness to cooperate with
the FBI in fighting drugs and corruption further reinforces the pro-US foreign policy stance that
began with his presidency after years of strong anti-US sentiment in Argentina. However, Menem's
announcement brought swift opposition. "The president cannot, on his own, accept the opening of
an office of a foreign security body because he is not authorized to do so and he cannot make hasty
personal commitments without any consultation regarding security policy," said a statement from
the UCR.
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In response to opposition criticism, Menem said, "If the US has an embassy in Argentina, why
shouldn't they have an office of the FBI? If we requested that the Argentine police have a delegation
operating in the US, I have no doubt that it would be authorized." Menem said he was convinced of
the need for an FBI office in Argentina. "It will improve our information capabilities and will give
us a better chance to fight crime, especially drug trafficking," said Menem. At the same time, three
Frente del Pais Solidario (FREPASO) deputies called on the legislature to "categorically reject" the
FBI's proposed office. Some FREPASO leaders pointed out that "actions undertaken by the FBI, or
any other foreign security body, will be in the interest of their own country and not in the strategic
interest of Argentina."
Objections to the FBI office coincide with a recent poll showing that the majority of Buenos Aires
residents believe that Washington dictates policy in Argentine. In the poll, published in the daily
newspaper Clarin, only 55% of respondents said the Argentine government determines its own
policy, while the rest said tha either the US or the IMF and other international lenders dictate
government policy. (Sources: Notimex, Deutsche Press Agentur, 02/05/96; Reuter, 01/16/96, 02/05/96,
02/06/96; Washington Post, 02/10/96; Agence France-Presse, 02/03/96, 02/05-08/96, 02/12/96, 02/13/96)

-- End --
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